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At a March 30 hearing of the Senate Appropriations Committee, Treasury Secretary James
Baker argued that the World Bank and other multilateral development institutions perform an
indispensable function in promoting market- oriented economic growth. For Baker, the latter
is the only viable long-term approach to resolve foreign debt and development problems in
developing nations. In his prepared testimony, Baker enumerated the accomplishments of several
development banks, and requested that Congress increase financing to these institutions to $1.324
billion, up from $1.2 billion in FY1988. Selected highlights from Baker's testimony follow: * The
administration requests $958 million for the second partial payment of the eighth replenishment
of the International Development Association (IDA-8). The IDA, an affiliate of the World Bank,
provides concessionary financing directed at the world's poorest nations. The US funding shortfall
on earlier scheduled payments of $42.3 million is to be requested in FY1990. * The administration
requests $70 million, the first of six annual installments, for the World Bank. The Bank's capital
increase in overall terms is $74.8 billion, of which 3% is in cash. The US has an 18.75% share of the
capital increase, implying a budget appropriation request of $70 million annually over a six-year
period. * Request for third of five installments on US subscription to the capital increase for the
International Finance Corporation (also linked to the World Bank). The US funding shortfall of
$49.8 million to IFC to be sought in FY1990. * There is no request of funds for the Inter-American
Development Bank for FY1989 "because it has not been possible to reach agreement on a seventh
replenishment for the Bank." At present, US subscriptions to the seventh replenishment are in
arrears $31.6 million. The shortfall would be requested in FY1990 if an internal investigation of the
Bank's practices is acceptable to the US government. * There is no funding request in FY1989 for
the Fund for Special Operations, through which the IDB extends concessional loans to the poorest
nations of Latin America and the Caribbean. The reasons for failing to make a funding request are
the same as for the IDB's ordinary capital operations. Contingent upon resolution of a question
relating to an internal investigation of the Bank, the administration would deliver a budget request
for FY1990 for the US funding shortfall of $63.7 million. * The administration is not requesting
appropriations for the Inter-American Investment Corporation. "Sufficient funding has already
been provided to enable the new organization to begin operations this year." The IIC is linked to
the IDB, designed to support private sector activities in Latin America through equity and loan
investments that focus primarily on small- and medium- scale enterprises. The administration plans
to resume payments to the IIC in FY1990.
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